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Q

PROVIDENCE WATER SUPPLY BOARD
REBUTTAL TESTIMONY OF
JEANNE BONDAREVSKIS

Pl ease state your full name and title?
Jeanne B. Bondarevskis, Director of Finance for the

Provi dence Water Supply Board (Providence Water).

Have you testified before in this Docket?
Yes, | presented prefiled testinony, provided the
supporting schedules included in the appendix and

responded to data requests in this filing.

VWhat is the purpose of this testinony?
This testinony will respond to the issues in the prefiled
direct testinony of M. Catlin for the Division and M.

Wodcock for the I ntervenor.
How wi | | your testinony be structured?
|l will review M. Catlin'"s and then M. Wodcock’s

testinony regarding the issues discussed therein.

M. Catlin s testinony

Sal es and Revenue

17.

Have you reviewed M. Catlin’s testinony regardi ng sal es
and revenues?

Yes | have. M. Catlin has mnade three proposed
adjustnments to our pro-forma revenue anounts. He has
updated the units of service, he has updated whol esal e
wat er sal es and he has adj usted whol esal e for additional,
t enpor ary, consunption for Bri st ol County \Water
Aut hority.
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Do you agree with his proposed adjustnments?

W agree with his first proposed adjustnent to reflect
the nost current customer counts. W also agree with his
second proposed adjustnent to reflect the four year
average sales utilizing the fiscal year ended June 30,
2002 whol esal e sal es. However, we disagree with his
third proposed adjustnent to add on for the anti ci pated,
tenmporary, additional water sales to Bristol County \ater
Authority. Wile M. Catlin has accurately cal cul ated
the pro-forma year, the nethod he has used will set a
consunption level that is unusually high. He has taken
the FY 2001 consunption and added on for an additional 2
mllion gallons per day for the period January 2003
t hrough June 2003. If M. Catlin s nethod were adopt ed,
Provi dence Water would have to submt a rate filing by

June 1, 2003 to readjust rates effective January 1, 2004,

because the BCWA tenporary additional usage wll have
been elimnated by then. |If this adjustnent is not nade,
Provi dence Water will not collect enough to neet its

expenses, solely because of the BCWA reduction. W
therefore feel that our consunption |evel should be set
using a four year average. The average wll include the
unusual ly high (but tenporary) amount for BCWA for FY
2002; however it will be averaged agai nst regul ar years.
This will then set a whol esal e consunption |evel that
can be in effect for nore than one year. | have attached
a schedule which shows Providence Witer’'s proposed

consunption vol unmes (CA-8a REBUT).
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Sal ari es and \Wages

Q Have you reviewed M. Catlin’s proposed adjustnent to
sal ari es and wages?

A Yes | have. | agree with M. Catlin s proposed
adjustnment to salaries and wages.

Pensi on Expense

17. Have you reviewed M. Catlin’s testinony regarding
pensi on expense?

1. Yes | have. Providence Water cannot accept M. Catlin's
proposed adjustnent to pension expense. Boyce Spinell
has prepared rebuttal testinony explaining Providence
Water’s position on this issue.

O her Enpl oyee Benefit Costs

Q Have you reviewed M. Catlin’'s testinmony on other
enpl oyee benefit costs?

A Yes, | have. M. Catlin has proposed adjustnents to two
benefits directly related to salary increases with the
revised salary percentage of 6.08 percent. Provi dence
Wat er agrees with these proposed adj ustnents.

Provi dence Water al so agrees with the proposed adjust nent
to the trai ning expense.

| FR/ Cl P Wages

Q Have you reviewed M. Catlin’s testinony regarding
| FR/ CI P Wages?

A Yes | have. Providence Water cannot accept this proposed

adjustnent. M. Catlin has proposed to reduce Qperating
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funds for three positions. These three positions were to
be charged to IFR and funded from savings from outside
consultants, also fromthe IFR fund. However, the three
positions were not charged to | FR because they have not
yet been hired, and the use of consultants has not yet
been reduced. Therefore, we cannot now reduce Operating
funds for three positions. The three positions are not
included in the salaries and wages included in this
filing.

The intent of our previous testinony was to take part of
the existing IFRFCIP funding already being spent on
outside consultants, or part of what we would have to
spend on outside consultants, and use those funds to hire
addi ti onal in-house people (in lieu of sone consultants)
because we knew we could do it cheaper in-house than by
using consultants in many cases. \Wat we proposed was

not to have had any effect on our Operating budget.

Provi dence Water believes the Comm ssion may have al so
had this intent. As stated in the Report and Order in
Docket 3163,

“However, in view of the testinony of the
Di vision and PWSB that savings will be achieved
t hrough the use of in-house |IFR engineers in
lieu of outside consultants and that the cost of
service will not be increased thereby, the
Comm ssion will permt the PWSB, on a trial
basis, to charge the |abor and overhead costs
for up to three in-house professional |FR and/or
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ClP positions to the IFRRCIP aIIotnentsﬂE]

W believe that the phrase “in lieu of” clearly neans
that the positions would be additional ones which would
repl ace sone existing outside consultants or would be in

place of hiring some additional outside consultants.
Secondly, we believe that the phrase “the cost of service

will not be increased thereby,” nmeans that the charging
of the enpl oyees woul d have no inpact on Qperations. |If
t he Commi ssion had thought the cost of service should be
reduced, it would have done so in the prior Report and
O der. M. Catlin is now suggesting that our cost of
service be reduced in this docket. W do not believe
that this was the Conmission’'s intent, and we sinply

cannot afford to |ose these salary dollars.

Has Provi dence Water done anything to hire these new
engi neers?

Yes. We apologize for the delay in inplenenting this
trial program However, Providence Water is currently
in the process of obtaining approval fromthe Cty

Adm ni stration for the hiring one additional engineer
(as approved by the Conm ssion in docket 3163) and al so
t hree addi ti onal professional engineering technicians
for IFR/ ClP.

| f approved, we plan to charge these positions to

Report and Order # 16552, pages 40-41.
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| FR/' CI P as appropriate and provide sem -annual reports
(with our IFRICIP report) of the savings achieved by
reduci ng the use of outside consultants, as required in
the Report and Order in Docket 3163.

Rat e Case Expense

Q Have you reviewed M. Catlin’s testinony regarding rate
case expense?
A Yes | have. W agree with M. Catlin's proposed

adj ust nent .

Chem cal s Expense

Q Have you reviewed M. Catlin's testinony regarding
chem cal expense?

A Yes | have. W agree with M. Catlin's proposed
adj ust nent . This is the sanme anount included in our

response to Division data request 1-19a.

M scel | aneous Water Treat nent

Q Have you reviewed M. Catlin's testinony regarding
m scel | aneous water treatnent expense?

A Yes | have. W agree with his proposed adjustnent.

Conput er Mai nt enance

Q Have you reviewed M. Catlin's testinony regarding
conput er nai nt enance?

A Yes | have. M. Catlin has proposed to adjust an expense
included in the rate filing that occurs approximtely

every three years. W agree wth his proposed
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adj ust nent .

Property Taxes

Q

A

Have you reviewed M. Catlin’s testinony regarding
property taxes?

Yes | have. M. Catlin has proposed to utilize the actua
FY 2003 property tax bills. Providence Water agrees with
this. M. Catlin then proposed to reduce the annua
growh rate from 5.78 percent utilized by Providence
Water in the filing. This anount was higher than nor nal
due to the revaluation of our Scituate property. Wile
we realize that this was higher than normal, we do
antici pate reval uati ons over the next few years. Please
reference our response to Conm ssion data requests 1-7
and 1-8. However, upon review of recent historical data,
the percentage utilized by M. Catlin of 2.64% does
appear reasonable. Providence Water woul d accept a one-
hal f year growth of 1.32%

Provi dence Water al so agrees wwth M. Catlin’s proposal
to put any potential tax refunds in a restricted account
that would then be subject to review and approval by the

Conmi ssi on.

Sl udge Lagoon Mai nt enance

Q

A

Have you reviewed M. Catlin’s testinony regarding sludge
| agoon nai nt enance?

Yes | have. M. Catlin has basically proposed that
Provi dence Water put the funding for the sludge renoval

and disposal in a restricted fund during the inception of
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the program Providence Water agrees with this proposal.

Rat e Desi gn

Q Have you reviewed M. Catlin’s testinony regarding rate
desi gn?

A Yes | have. M. Catlin has accepted Providence Water’s

proposal to recover the additional revenue froma uniform
percentage increase in rates. Provi dence Water

appreci ates this.

Revi sed Rat es

Q Have you incorporated the adjustnments you agree with in
the cost allocation sheets originally included in the
filing?

A Yes | have. Attached as an exhibit to ny testinony are
rebuttal schedules that incorporate the adjustnents
descri bed above. | have created one new schedul e CA-1la
whi ch provides a summary of our rebuttal adjustnents.
Wen we adjust the pro-forma revenue and deduct the
agreed to proposed adjustnents, the result is a revenue
increase of 11.28% Rates would increase 11.62% as
i ndi cated on Schedul e CA-20 REBUT.

M. Wodcock’ s testinony

Q Wul d you pl ease review M. Wodcock’ s testinony?
A Certainly. Unlike M. Catlin, M. Wodcock clains that
Provi dence Water did not conply with the requirenments for

an abbreviated filing. Providence Water disagrees. W
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filed all the necessary schedules and supporting
docunents required under Rule 2.10. Unfortunately, we
did inadvertently overlook two items from a previous

Report and Order. For this we do apol ogi ze.

Wth regard to M Wodcock’s claim that we included
expenses that are not proper in an abbreviated filing (a
claimnot made by M. Catlin), we feel that we included
only proper expenses. O course, we had to use firm
hi storical data to project certain known and neasurabl e
changes. QO herwi se we would not have been able to

project the pro-forma expense |evels.

Pl ease continue with your coments on M. Wodcock’s
t esti nony.

M. Wodcock, on page 2 lines 14 through 25, alludes to a
nunber of itens. Providence Water admts that there may
have been sone small percentage issues, but believes that
the cost of service is a good projection of what will be
needed in cal endar year 2003, as anended by the changes

we have agreed to with M. Catlin.

Sal ari es and \W\ages

Q

A

Have you reviewed M. Wodcock’s proposed adjustnent to
sal ari es and wages?

Yes | have. Providence Water does agree that salaries,
and sone benefits, were m stakenly overstated by about
2% W have agreed to the adjusted percentage increase
included in both M Catlin's and M. Wodcock’'s

t esti noni es.
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Enpl oyee Benefit Costs

Q

A

Have you reviewed M. Wodcock’s testinony on other
enpl oyee benefit costs?

Yes | have. Wile M. Wodcock discusses this issue on
page 2, lines 37 through 40, | cannot find where he
includes it on his adjustment schedul es. Provi dence
Wat er does agree to the concept and has agreed to M.

Catlin' s proposed adjustnent anount.

Western Cranston Debt

Q

A

Have you reviewed M. Wodcock’ s testinmony on concerni ng
the Western Cranston Debt?

Yes | have. Provi dence Water has not proposed an
i ncrease; Providence Water has sinply proposed to
continue the level of funding fromthe prior docket in a
separate restricted fund to be used only for Wstern
Cranston systeminprovenents. W have already identified
many necessary i nprovenents that nust be done. Both the
t akeover of the system and the first long term debt
i ssuance, for initial inprovenents to the system have

been approved by the Division of Public Uilities.®

Al ternative Supply Study

Q

A

Have you reviewed M. Wodcock’s testinony with regard to
the Alternative Supply Study?

Yes | have. Providence Water disagrees with M. Wodcock
and feels it needs to continue funding for the

Alternative Supply Studies, especially given the current

See Division Docket D-97-11 and D-01-04.

-10-
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drought situation and the threats of terrorism

Treat nent Costs

Q

A

Have you reviewed M. Wodcock’s testinony on other
treatment costs?

Yes | have. As stated above, in ny review of M.
Catlin's testinony, Providence Witer agrees to the

proposed adj ustnment of $25,000 for the license fee.

Equi pnent Repl acenent fundi ng

Q Have you reviewed M. Wodcock’s testinony regarding
Equi prrent Repl acenent fundi ng?

A Yes | have. Providence Water filed nulti-year equi pnent
schedules to support its request to establish a
restricted equipnent and vehicle replacenent fund.
Provi dence Water explained howthis was to evolve into a
primarily cash fund (simlar to IFR) as existing
equi pnent | eases were paid off. W have not requested an
increase to this restricted funding level. Therefore, we

di sagree with M. Wodcock’ s proposed adj ustnment.

Cl P Debt

Q Have you reviewed M. Wodcock’s testinony regarding P
Debt ?

A Yes | have. | do not agree with M. Wodcock’ s assertion

that sone of the paynments are estinmates and therefore are
not known and neasurable. The estinmated debt included in
the Capital fund is for Security |Inprovenents. The
D vision has approved the debt, and Providence Water

hopes to close well before the end of this cal endar year.

-11-
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In other cases, the actual interest expense is estinmated
during the construction phase. This is why Providence
Wat er has adjusted our funding levels to even anounts
($12.5 mllion in IFR $2.45 million in CP). The
conbi nation of cash funded projects and debt funded
projects allows Providence Water to nmanage the yearly

vari ances that can occur.

funded I FR

Have you reviewed M. Wodcock’s testinony regardi ng cash
funded | FR projects?

Yes | have. First, Providence Water filed its first 5
and 20 year IFR plan with the RI Departnment of Health
(DOH) on February 29, 1996. W then filed our updated 5
and 20 year IFR plan with the DOH on March 30, 2001, as
the law requires. The DOH requires six copies and under
RI1.GL. 846-15.3-6(d) one copy is sent by DOH to the

Public Uilities Comm ssion for review and comrent.

Second, as stated above, Providence Witer is not
requesting a change to the annual |IFR funding |evel of
$12.5 mllion. Provi dence Water filed nulti-year |FR
project schedules in the prior rate filing that were
approved by the Conmm ssion.

Property Taxes

Q

A

Have you reviewed M. Wodcock’s testinony regarding
property taxes?

Yes | have. W feel that we did a good job of projecting
FY 2003 property taxes. In fact, we were within 1% of

the final bill amunts for the tax bills received to

-12-
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date. W do feel that sonme anobunt of projections based
on firm historical data are necessary in order to set
pro-forma rates that will supply sufficient revenue to
nmeet expenses. Providence Water feels that an increase
in taxes is inevitable and an appropriate increase is
therefore necessary. Wile we are concerned about future
reval uations and the potential inpact they could have on
our tax expense, in order to reach consensus we have
agreed to M. Catlin’ s proposed percentage increase for

the second half of the rate year

Servi ce expense

Have you reviewed M. Wodcock’ s testinony regarding Gty
Servi ce expense?

Yes | have. As discussed in our response to Kent County
Water Authority’s data request 2-1, Providence Water
i nadvertently overl ooked the city service study set forth
in the settlenent agreenent. We apol ogi ze for this
oversi ght . W did not ask for an increase to city
servi ce expense fromthe anount approved in Docket 3163,
$ 806, 769.

As a result of the inquiry by Kent County, the Cty has
prepared an updated city service expense analysis. It is
attached as Exhibit 2 to ny rebuttal testinony. Updating
the analysis to FY 2001 anmounts results in an expense
| evel over $900, 000. However, Providence Water is not
requesting a change to the anount approved in the

previ ous docket.

13-
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Q her adj ustnents

Q

A

Have you reviewed M. Wodcock’s testinony on other
adj ust nent s?

Yes | have. Providence Water is wlling to adjust the
net operating revenue to the final expense anounts
approved in this docket. The 1.5% should be applied to
the total expenses |ess miscellaneous revenues as it

al ways has been.

Provi dence Water agrees with the Division's anortization
of rate case expense over a two year period. Based on
our response to Division data request 1-17a, where we
have identified over $197,000 in regulatory conmi ssion
expense in fiscal year ending June 30, 2002, we feel that
the amounts set forth on Schedule G of our original

filing are good esti nates.

Provi dence Water has agreed to a proposed adjustnent for
Conmput er Mai ntenance by the Division. This is the sane
issue identified by M. Wodcock on page 5, lines 41
t hrough 44.

Sal es volunes and units of service

Q

A

Have you reviewed M. Wodcock’s testinony regarding
sal es volunmes and units of service?

Yes | have. Providence Water has updated the whol esal e
sal es volunes, as M. Wodock has. W agree with his
consunption amounts for retail and wholesale. W have

updat ed our hydrant counts and service counts.

Does this conclude your testinony?

-14-
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Yes.

-15-
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